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The IRS Mission

Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part ll.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—ltems of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Actions Relating to Court Decisions

It is the policy of the Internal Revenuecertain regular Tax Court opinions. Thewill not follow the decision in disposing
Service to announce at an early dat8ervice has expanded its acquiescenof cases involving other taxpayers. In ref-
whether it will follow the holdings in cer- program to include other civil tax casegrence to an opinion of a Circuit Court of
tain cases. An Action on Decision is thavhere guidance is determined to be helfAppeals, a “nonacquiescence” indicates
document making such an announcemeritil. Accordingly, the Service now may ac-that the Service will not follow the hold-
An Action on Decision will be issued atquiesce or nonacquiesce in the holdingeag on a nationwide basis. However, the
the discretion of the Service only on unef memorandum Tax Court opinions, aservice will recognize the precedential
appealed issues decided adverse to thell as those of the United States Districimpact of the opinion on cases arising
government. Generally, an Action on DeCourts, Claims Court, and Circuit Courtswithin the venue of the deciding circuit.
cision is issued where its guidance wouldf Appeal. Regardless of the court decid- The Actions on Decisions published in
be helpful to Service personnel workingng the case, the recommendation of arhe weekly Internal Revenue Bulletins
with the same or similar issues. Unlike action on Decision will be published inare consolidated semiannually and annu-
Treasury Regulation or a Revenue Rulinghe Internal Revenue Bulletin. ally. The semiannual consolidation ap-
an Action on Decision is not an affirma-  The recommendation in every ActionPears in the first Bulletin for July and in
tive statement of Service position. Itis Nog, pecision will be summarized as acthe Cumulative Bulletin for the first half
intended to serve as public guidance angiescence, acquiescence in result onl9f the year. The annual consolidation ap-
may not be cited as precedent. or nonacquiescence_ Both “acquiespears in the first Bulletin for the follow-

Actions on Decisions shall be reliedcence” and “acquiescence in result On|ying January and in the Cumulative Bul-
upon within the Service only as conclumean that the Service accepts the homiﬂgtin for the last half of the year.
sions applying the law to the facts in thef the court in a case and that the Service L .
particular case at the time the Action owill follow it in disposing of cases with | "¢ commissioner ACQUIESCES in
Decision was issued. Caution should bghe same controlling facts. However, “aCEhe following decision:

exercised in extending the recommendauiescence” indicates neither approval Conway v. Commissione#
tion of the Action on Decision to similarnor disapproval of the reasons assigned '

cases where the facts are different. Moreyy the court for its conclusions; whereas, 111T.C. 350 (1998)

over, the recommendation in the Actionacquiescence in result only” indicates The Commissioner does NOT ACQUI-

on Decision may be superseded by nedisagreement or concern with some or aSCE in the following decision:

legislation, regulations, rulings, cases, 0§f those reasons. Nonacquiescence signi-

Actions on Decisions. fies that, although no further review was Duke Energy Natural Gas Corpora-
Prior to 1991, the Service published acsought, the Service does not agree with tion v. Commissioner?

guiescence or nonacquiescence only ithe holding of the court and, generally, _F.3d_(10th Cir. 1999)

1 Acquiescence relating to whether a taxpayer’s partial surrender of an annuity contract and direct transfer of the resétiadgirthe purchase of a new annu-
ity qualifies as a nontaxable exchange under I.R.C. section 1035.

2Nonacquiescence relating to whether, for purposes of depreciation, a taxpayer engaged in the business of pipeline ténsioisaigas, who is not a producer
of natural gas, must include gathering pipelines in assets class 46.0 Pipeline Transaction (15-year recovery periosl)l8tarEsigoration for and Production of

Petroleum Natural Gas Deposits (7-year recovery period).






Part |. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 1275.—O0ther On January 6, 1997, temporary regulafreasury Inflation-Indexed Securities is a
Definitions and Special Rules tions relating to the Federal income taxjualified reopening for purposes of

treatment of inflation-indexed debt instru£1.1275-2(d) even though the reopening
26 CFR 1.1275-2T: Special rules relating to debt ments (T.D. 8709, 1997—1 C.B. 167) werés not intended to alleviate an acute, pro-
instruments (temporary). published in theFederal Register(62 tracted shortage of the original Treasury
T.D. 8840 F.R. 615). Section 1.1275-7T(g) of thossecurities.

temporary regulations provided rules for For debt management and liquidity
DEPARTMENT OF THE TREASURY the treatment of certain reopenings ofoncerns, the Treasury Department has de-

Internal Revenue Service Treasury Inflation-Indexed Securities.cided that it needs the ability to reopen an
26 CFR Part 1 On September 7, 1999, 81.1275-7T wassue of Treasury securities within one

redesignated as 8§1.1275-7 (T.D. 8838ear. Therefore, the temporary regulations
Reopenings of Treasury 1999-38 I.R.B. 424 [64 F.R. 48545]).  in this document (81.1275-2T) revise the
Securities; Original Issue rules for when a reopening is a qualified

Explanation of Provisions reopening by eliminating the acute, pro-

' The Secretary of the Treasury is authdracted shortage requirement. As a result,
AGENCY: Internal Revenue Service,qq 14 jssue Treasury securities, includini!€ Treasury Department can reopen an
(IRS), Treasury. Treasury Inflation-Indexed Securities, andSSUe of outstanding Treasury securities at

to prescribe terms and conditions for thei1y time within 12 months after the issue

issuance and sale. The Treasury Depaﬂate of the securities for any reason and

SUMMARY: This document contains ment sells securities throughout the year. the securities will be fungible for Federal
temporary regulations relating to the Fed- n January 1992, the Treasury Depart'“0™® fax purposes.

eral income tax treatment of reopeningg'ent determined that it will be prepared The temporary regulations also revise

the rules to determine the issue price and

it provide additional quantities of a secu* ! )
of Treasury securities. The temporary issue date of an issue of Treasury securi-

regulations change the definition of dity to the public when an acute, pro-: )
qualified reopening. The text of the temiracted shortage develops. These reopef€S auctioned on or after November 2,

porary regulations also serves as the tek}dS are necessary to preserve thjegg&.go reflect l(zjhagge; n hoE/)v T;eeisgtgg
of the proposed regulations set forth ifhtegrity and efficient functioning of the SﬁCL.IIEI 'es are%o ' tn c;vem_t ehr d from.
REG-115932-99 on page 583 of this Bulmarket in Treasury securities. See pdhe Treasury Depar Te” tSW' ¢ el rom
letin. The regulations in this documenfartment of the Treasury, Securities an@l V€Tage Price auction 1o a single price
. . hange Commission. and Board ofuction for selling Treasury securities.
provide needed guidance to holders of ré=xchang ’ | ¢ ts. the IRS i
opened Treasury securities. Governors of the Federal Reserve Sys- 'l F6SPONSe 10 comments, the RS 1S
tem, Joint Report on the Government SePrOPOsing rules for reopenings of debt in-
DATES: The regulations are effectivecurities Market(January 1992). struments other than Treasury securities.
November 5, 1999. In order to ensure that the original anP€€ the proposed rules in REG-
additional Treasury securities are fungil1°932-99 on page 583.
FOR FURTHER INFORMATION CON- ple, §1.1275-2(d) provides that the addiSpeciaI Analyses
TACT: William E. Blanchard, (202) 622- tional Treasury securities issued in a re-
3950 (not a toll-free number). opening are part of the same issue as thelt has been determined that this Treasury
original Treasury securities if (1) the addi-decision is not a significant regulatory ac-
SUPPLEMENTARY INFORMATION: tional Treasury securities have the sam@n as defined in Executive Order 12866.
terms as the original Treasury securitieS herefore, a regulatory assessment is not
(2) the additional Treasury securities areequired. It also has been determined that
Sections 163(e) and 1271 through 1278sued not more than 12 months after theection 553(b) of the Administrative Pro-
of the Internal Revenue Code (Code) praariginal Treasury securities were first is-cedure Act (5 U.S.C. chapter 5) does not
vide rules for the Federal income taxsued to the public, and (3) the additionadpply to these regulations and, because the
treatment of interest and original issudreasury securities are issued in a reoperegulations do not impose a collection of
discount (OID). On February 2, 1994jng intended to alleviate an acute, proinformation on small entities, the Regula-
final regulations relating to these sectiongacted shortage of the original Treasuryory Flexibility Act (5 U.S.C. chapter 6)
of the Code (T.D. 8517, 1994-1 C.B. 38yecurities (a qualified reopening). As aoes not apply. Pursuant to section 7805(f)
were published in th&ederal Register result, any discount generated upon the isf the Code, these temporary regulations
(59 F.R. 4799). Section 1.1275-2(d)(2suance of the additional Treasury securwill be submitted to the Chief Counsel for
of the regulations provides rules for thdies in the reopening is market discounfdvocacy of the Small Business Adminis-
treatment of certain reopenings of Trearather than OID. tration for comment on their impact on
sury securities. Under §1.1275-7(g), a reopening oémall busness.

Discount

ACTION: Temporary regulations.

Background

199947 I.R.B. 575 November 22, 1999



Drafting Information 81.1275-7 Inflation-indexed debt (B) Original Treasury securitiesOrig-
instruments. inal Treasury securities are securities

. The_ principal author of th_e regulatic_ms comprising any issue of outstanding Trea-
is William E. Blanchard, Office of Assis- *okox %% sury securities.

tant Chief Counsel (Financial Institutions

SF) [Reserved] (C) Qualified reopening.A qualified
and Products). However, other personn reopening is a reopening that occurs not
from the IRS and Treasury Department owoE o more than one year after the original Trea-
participated in their development. Par. 3. Section 1.1275-2 is amended Y Securities were first issued to the pub-
* % % % % revising paragraph (d) to read as followsdiC. For reopenings of Tre_asury securities
(other than Treasury Inflation-Indexed Se-
Adoption of Amendments to the 81.1275-2 Special rules relating to debtcurities) that occur prior to November 5,
Regulations instruments. 1999, a qualified reopening is a reopening
) ) v x ox x of Treasury securities that satisfies the pre-
Accordingly, 26 CFR part 1 is amended ceding sentence and that was intended to
as follows: (d) [Reserved] For further guidancealleviate an acute, protracted shortage of
PART 1—INCOME TAXES see §1.1275-2T(d). the original Treasury securities.
* oKk ok K 81.1275-7 [Amended]

Paragraph 1. The authority citation for
part 1 is amended by adding an entry in Par. 4. Section 1.1275-2T is added to Par. 5. Section 1.1275-7 is amended

numerical order to read in part as followstead as follows: by removing and reserving paragraph (g).
Authority: 26 U.S.C. 7805 * * * ] )
Section 1.1275-2T also issued under 281-1275-2T Special rules relating to David A. Mader,
U.S.C. 1275(d). *** debt instruments (temporary). Acting Deputy Commissioner
Par. 2. Section 1.1271-0 is amended (a) through (c) [Reserved] For further of Internal Revenue.
by: :
. guidance, see 81.1275-2(a) through (c).A t 29 1
1 ReV|S|hngbthe entry for 81.1275-2(d)" (q) special rules for Treasury securi- pproved October 29, 1999.
in paragra . : : : :
> Addin E’;\r? entry for §1.1275-2T in, (1) 153ue price and issue datd) Jonathan Talisman,
- Adding an entry : In general. The issue price of an issue of Acting Assistant Secretary
numerical order in paragraph (b). A i ;
0 paragrap Treasury securities is the price of the se- of the Treasury.
~ 3. Reuvising the entry for 81.1275-7(gkyrities sold at auction. In addition, the
in paragraph (b). issue date of the issue is the first settlgFiled by the Office of the Federal Register on No-

The revisions and additions read as folent date of a substantial amount of theember 3, 1999, 8:45 a.m., and published in the
lows: securities issue of the Federal Register for November 5, 1999,

” - . 64 F.R. 60342)
(i) Treasury securities auctioned be-

fore November 2, 1998For an issue of
Treasury securities auctioned before N
ok ok kk vember 2, 1998, the issue price of th
issue is the average price of the Securiti% CFR 1.1502-76: Taxable year of members of
sold. In addition, the issue date of thegroup.
X ok * ko issue is the first settlement date on which
a substantial amount of the securities if-D- 8842
81.1275-2 Special rules relating to debt the issue is sold.
instruments. (2) Reopenings of Treasury secuPEPARTMENT OF THE TREASURY
rities—(i) Treatment of additional Trea- Internal Revenue Service
sury securitiesAdditional Treasury secu- 26 CFR Part 1

(d) [Reserved)] rities issued in a qualified reopening ar?\cquisition of an S Corporation
part of the same issue as the original Tre% a Member of a Consolidated

81.1271-0 Original issue discount;
effective date; table of contents.

ection 1502.—Regulations

(b)***

* * *x % %

* * *x % %

sury securities and have the same iss
rice and issue date as the original Tre aroup

ury securities. This paragraph (d)(2) axGENCY: Internal Revenue Service
plies to qualified reopenings that occur OMRS), Treasury.

§1.1275-2T Special rules relating to debtg
instruments (temporary).

(a) through (c) [Reserved] or after March 25, 1992.
(d) Special rules for Treasury securities. (i) Definitions—(A) Additional Trea- ACTION: Final regulations.
(1) Issue price and issue date. sury securities Additional Treasury secu-

(2) Reopenings of Treasury securities. rities are Treasury securities with term&UMMARY: This document contains
that are in all respects identical to thdinal regulations under section 1502 of the
ok ok ok K terms of the original Treasury securities. Internal Revenue Code. These final regu-

November 22, 1999 576 199947 I.R.B.



lations provide specific rules that apply tability Act (5 U.S.C. chapter 6) is not re- 6. New paragraph (b)(2)(v) is added.
the acquisition of the stock of an S corpoquired. Pursuant to section 7805(f) of the 7. Paragraphs (b)(4) and (b)(5) are re-
ration by a member of a consolidatednternal Revenue Code, the notice of pradesignated as paragraphs (b)(5) and
group. These rules eliminate the compliposed rulemaking preceding these regul#b)(6), respectively.

ance burdens associated with filing a sepions was submitted to the Chief Counsel 8. New paragraph (b)(4) is added.
arate return for the day that an S corporder Advocacy of the Small Business Ad- 9. Newly designated paragraph (b)(5)
tion is acquired by a consolidated groupministration for comment on its impact onis amended as follows:

Additionally, the regulations clarify the small business. a. Example @), first sentence is re-
rules for the filing of the separate return . . vised.
for a corporation’s items for the periodPrafting Information b. Example €), second sentence is re-

not included in the consolidated return. The principal author of these regulayised-

tions is Jeffrey L. Vogel of the Office of C- Example ‘s added.

the Assistant Chief Counsel (Corporate), 10- Newly designated paragraph
IRS. However, other personnel from thdD)(©)() Is revised. y

IRS and Treasury Department partici- The revisions and additions read as fol-

DATES: Effective Date:These regula-
tions are effective November 10, 1999.

Applicability Date:For dates of applic-
ability, see 81.1502—76(b)(6)(i).

pated in their development. lows:
FOR FURTHER INFORMATION CON- * ok % % % 81.1502-76 Taxable year of members of
TACT: Vincent Daly, (202) 622-7770 (not group.
a toll-free number). Adoption of Amendments to the e e s
Regulations
SUPPLEMENTARY INFORMATION: Accordingly, 26 CER part 1 is amended (b) * * * (1) * * *
Background and Explanation of as follows: y (ii) ***(A) End of the day rule. {) In
Provisions general. If a corporation (S), other than
PART 1—INCOME TAXES one described in paragraph (b)(1)(ii)-
On December 17, 1998, the IRS pub- (A)(2) of this section, becomes or ceases

lished in theFederal Registera notice of ~ Paragraph 1. The authority citation fokg he a member during a consolidated re-
proposed rulemaking (REG-106219-9ghart 1 continues to read in part as followsyrn year, it becomes or ceases to be a
1999-9 I.R.B. 51 [63 F.R. 69581]), con- Authority: 26 U.S.C. 7805 * * * member at the end of the day on which its
cerning acquisitions by a consolidated Par. 2. Section 1.1362-3 is amendegatys as a member changes, and its tax
group of at least eighty percent of thdy adding a sentence to the end of pargaar ends for all Federal income tax pur-

stock of an S corporation. Although &graph (a) to read as follows: poses at the end of that day. * * *
comment was received questioning th§1.1362—3 Treatment of S termination (2) Special rule for former S corpora-
advisability of a special rule for the acquis ear tions. If S becomes a member in a trans-
sition of an S corporation, the IRS an action other than in a qualified stock pur-

Treasury have determined the rules are (a) In general. * * * See, however, chase for which an election under section
necessary to eliminate the administrativg1.1502—76(b)(1)(ii)(A)2) for special 338(g) is made, and immediately before
burden of filing a separate tax return forules for an S election that terminate$ecoming a member an election under
the day the S corporation is acquired. Thender section 1362(d) immediately beforsection 1362(a) was in effect, then S will
proposed regulations are adopted by ththe S corporation becomes a member oftlecome a member at the beginning of the
Treasury decision. consolidated group (within the meaninglay the termination of its S corporation
of §1.1502-1(h)). election is effective. S's tax year ends for
f x e x all Federal income tax purposes at the end
It has been determined that this Trea- of the preceding day. This paragraph
sury decision is not a significant regula- Par. 3. Section 1.1502-76 is amenddd(1(i)(A)(2) applies to transactions oc-
tory action as defined in Executive Ordeas follows: curring after November 10, 1999.
12866. Therefore, a regulatory assess-1. The text of paragraph (b)(1)(ii)(A) * ok %k K *
ment is not required. It is hereby certifiedollowing the paragraph heading is redes-
that these regulations will not have a sigignated as paragraph (b)(1)(ii)(A)( (2) x> *
nificant economic impact on a substantial 2. A paragraph heading for newly des- (v) Acquisition of S corporation.If a
number of small entities. This certifica-ignated paragraph (b)(1)(ii)(Alj is corporation is acquired in a transaction to
tion is based on the fact that the reguladded. which paragraph (b)(1)(ii)(AR) of this
tions will provide administrative relief to 3. The first sentence of newly desigsection applies, then paragraphs (b)(2)(ii)
small entities by removing the administranated paragraph (b)(1)(ii)(A}f is re- and (iii) of this section do not apply and
tive burden of filing a separate one-dayised. items of income, gain, loss, deduction,
return currently required for certain ac- 4. Paragraph (b)(1)(i))(A%) is added. and credit are assigned to each short tax-
quisitions. Therefore, a Regulatory Flexi- 5. Paragraph (b)(2)(v) is redesignatedble year on the basis of the corporation’s
bility Analysis under the Regulatory Flex-as paragraph (b)(2)(vi). normal method of accounting as deter-

1999-47 |.R.B. 577 November 22, 1999
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mined under section 446. This paragraph (b) Analysis. As a result of P's acquisition of the'section 6601.—Interest on

b)(2)(v) applies to transactions occurrin stock, Z's election under section 1362(a) termi
(b)2)(v) app g o, Seo sccions 1361(6)(1)(B) and 1362(d)(2). YNderpayment, Nonpayment, or

after November 10, 1999. is required to join in the filing of the P consolidatedEXtensions of Time for Payment,
x * % % % return. See §1.1502-75. Z's tax year ends for apf Tax
Federal income tax purposes on June 30 of Year 3. If

(4) Determination of due date for Sepa_no extension of tl.me is sought, Z must file a separatgs cER 301.6601-1: Interest on underpayments.
. " return for the period from January 1 through June 30
rate return. Paragraph (c) of this SeCtiongt vear 3 on or before March 15 of Year 4. See para- How is the net interest rate of zero in section
contains rules for the filing of the separatgraph (b)(4) of this section. Z will become a membeg621(d) of the Code applied to interest accruing be-
return referred to in this paragraph (b). Inf the P consolidated group as of July 1 of Year Jore October 1, 1998, with respect to overlapping
applying paragraph (c) of this section, th&€e paragraph (b)(1)(ii)(AJ) of this section. P tax underpayments and tax overpayments. See Rev.
due date for the filing of S's separate redroup's Year 3 consolidated return will include Z'sProc. 99-43, page 579.
) . items from July 1 to December 31 of Year 3.

turn shall also be determined without re-
gard to the ending of the tax year under (6) Effective date-(i) General rule. . 11—
paragraph (b)(1)(ii) of this section or theExcept as provided in paragraphs?‘ectIon 6611.—Interest on

deemed cessation of its existence unde)(1)(ii)(A)(2) and (b)(2)(v) of this sec- Overpayments

parag:ip*h (b)(2)(i) of this section. t!on, this parggraph (b) ‘f"pp"es N corporaé6 CFR 301.6611-1: Interest on overpayments.
(5) tions becoming or ceasing to be membefs

of consolidated groups on or after January How is the net interest rate of zero in section
6621(d) of the Code applied to interest accruing be-
fore October 1, 1998, with respect to overlapping

Example 6. Allocation of partnership itemg.*
(b) Analysis. Under paragraph (b)(2)(vi)(A) of 1+ 1995.

this section, T is treated, solely for purposes of de- * * x * % tax underpayments and tax overpayments. See Rev.
termining T’s tax year in which the partnership’s Proc. 99-43 page 579 ' '
items are included, as selling or exchanging its en- Bob Wenzel, ' > Pag '
tire interest in the partnership as of P’s sale of T's Deputy Commissioner of
stock. * * *

(c) Controlled partnership * * Under para- Internal Revenue. Section 6621.—Determination
graph (b)(2)(vi)(B) of this section, T's distributive Approved October 29, 1999. of Rate of Interest
share of the partnership items is treated as T's items
for purposes of paragraph (b)(2) of this section. * * * Jonathan Talisman,

S . . . 26 CFR 301.6621-1: Interest rate.
Example 7. Acquisition of S corporatiofa) Acting Assistant Secretary

Facts. Z is a small business corporation for which of the Treasury. How is the net interest rate of zero in section

?n elect_ion u\r;der slect'iAc;n TI?’?Z(a) wzashindeffelct i)g” 6621(d) of the Code applied to interest accruing be-
':‘es Sm?e ; eakr .t ; ad‘ 'mes’” ; a hpr;]y éFiIed by the Office of the Federal Register on Nofore October 1, 1998, with respect to overlapping
shares of stock outstanding, ail ot Which Werg,, ;. "9 1999, 8:45 a.m., and published in thtax underpayments and tax overpayments. See Rev.
owned by individual A. On July 1 of Year 3, P ac-. .

; issue of the Federal Register for November 10Rroc. 99-43, page 579.
quired all of the Z stock. P does not make an ele 999, 64 F.R. 61205)
tion under section 338(g) with respect to its pur- ' o

chase of the Z stock.

November 22, 1999 578 199947 I.R.B.



Part lll. Administrative, Procedural, and Miscellaneous

Weighted Average Interest Rate interest rates used to calculate current lia- The average yield on the 30-year Trea-
Update bility for the purpose of the full funding sury Constant Maturities for October
. limitation of § 412(c)(7) of the Internal 1999 is 6.26 percent.
Notice 99-54 Revenue Code as amended by the OmnibusThe following rates were determined
Notice 8873 provides guidelines for deBudget Reconciliation Act of 1987 and agor the plan years beginning in the month
termining the weighted average interesurther amended by the Uruguay Rounghown below.
rate and the resulting permissible range @&greements Act, Pub. L. 103-465 (GATT).

90% to 105% 90% to 110%
Weighted Permissible Permissible
Month Year Average Range Range
November 1999 5.99 5.3910 6.29 5.39 10 6.59
Drafting Information est rate of zero in § 6621(d) also applies (2) taxpayers need not take any action

o . _ . to interest for periods beginning befordy December 31, 1999, if at least one of
The principal author of this notice ISJuly 22, 1998i(e., interest accruing be- the applicable periods of limitation (as
Todd Newman of the Employee Plans Ditgre October 1, 1998), provided certairdescribed in sections 4.02(1) and 4.02(2)
vision. _For further information regardingqnditions (described in section 4.01 obf this revenue procedure) will be open
this notice, call (202) 622-6076 betweenpjs revenue procedure) are met. Amongfter December 31, 1999; such taxpayers
2:30 and 3:30 p.m. Eastern time (NOt ghese conditions is a requirement that must file a claim requesting application of
toll-free number). Mr. Newman's numbeliaypayer request the application ofhe net rate of zero on or before the date
's (202) 622-8458 (also not a toll-frees 6621(d) by December 31, 1999. Thisn which the last applicable period of lim-

number). revenue procedure provides guidance oRation closes (section 4.03(2)).
and discusses how to comply with, those 03 Modification to Rev. Proc. 99-19
2 CER 601105 Examination of et ; conditions. regarding application procedures.
-105: Examination of returns an .02 Comments received in response tg|aj i icati
claims for refund, credit, or abatement; Rev. Proc. 99-19.In Rev. Proc 89_19 €laims requesting the application of the
determination of correct tax liability. ) al : ) ) ' net rate of zero:
(Also Part |, sections 6601, 6611, 6621; the Service asked for comments regarding (1) should be sent to a specific address
301.6601-1, 301.6611-1, 301.6621-1.) what taxpayers should be required to Su?éection 5.02);
Rev. Proc. 99-43 mit to the Service by Decembe.r 31, 1999, (2) should be specifically labeled (sec-
when taxpayers cannot provide a finajiyp, 5.03); and
SECTION 1. PURPOSE computation on the application of the net (3) should generally be made using a

. rate of zero by that date. Commentators,mn tation that reduces underpayment
.01In general. This revenue proceduremade recommendations regarding thﬁnerest except as otherwise expressly

provides guidance regarding the applicaamount of information that would be suf- ; :

tion of § 6621(d) of the Internal Revenudicient to make a request by December 3£rowded (section 5.04(3)(1)-

Code with respect to interest accruing bet999, that would reasonably identify andSECTION 2. BACKGROUND

fore October 1, 1998, and modifies an@stablish overlapping periods. Commen- ) )

supersedes Rev. Proc. 99-19, 1999-13tors also suggested that taxpayers -01Interest computations in general.
I.R.B. 10. Section 6621(d) was enacteghould not be required to take any action (1) Section 6601(a) provides, in general,
by § 3301 of the Internal Revenue Servicby December 31, 1999, if taxpayers couléghat if any amount of tax imposed by the
Restructuring and Reform Act of 1998not reasonably identify and establisf0de is not paid on or before the last date
(RRA), Pub. L. No. 105-206, 112 Statoverlapping periods by that date. In rePrescribed for payment, interest on such
741, and was amended by § 4002(d) afponse to these comments, this reven@ount must be paid for the period from
the Tax and Trade Relief Extension Act oprocedure provides that: such last date to the date paid at the under-
1998, Pub. L. No. 105-277, 112 Stat. (1) taxpayers must file a claim requestpayment rate established under § 6621.
2681. Section 6621(d) provides for a neihg application of the net rate of zero by (2) Section 6611(a) provides that inter-
interest rate of zero to the extent of overDecember 31, 1999, only if both applicaest must be allowed and paid on any over-
lapping tax underpayments and tax oveble periods of limitation (as described irpayment in respect of any internal revenue
payments, and generally applies to inteisections 4.02(1) and 4.02(2) of this revtax at the overpayment rate established
est for periods beginning after July 22enue procedure) will be closed on or bednder § 6621. Section 6611(b)(1) pro-
1998 {.e., interest accruing on or afterfore December 31, 1999 (section 4.03(1)uides that, in the case of a credit, interest
October 1, 1998). However, the net interand must be allowed and paid from the date of
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the overpayment to the due date of thest for periods beginning before July 22,  (a) reasonably identify and establish
amount against which the credit is takerl998 {.e., interest accruing before Octo-periods of tax overpayments and under-
Section 6611(b)(2) provides that, in théoer 1, 1998), provided: payments for which the net interest rate of
case of a refund, interest must be allowed (1) both applicable periods of limita-zero applies, and
and paid from the date of the overpaymenion described in sections 4.02(1) and  (b) not later than December 31,
to a date preceding the date of the refurtl02(2) of this revenue procedure werd999, request the Secretary of the Trea-
check by not more than 30 days. open on July 22, 1998; sury to apply 8 6621(d) to such periods.
.02 Interest rates in general. (2) the periods of tax overpayments and .02 Applicable periods of limitation.
(1) For interest accruing before Januarynderpayments for which the net interesthe applicable periods of limitation are as
1, 1999, § 6621(a)(1) provides that theate of zero applies are reasonably identiollows:
overpayment rate is the federal short-terfied and established (as described in sec- (1) Underpayment interest claim for
rate (determined under § 6621(b)) plus flon 5 of this revenue procedure); and ~ credit or refund of interest paid on an un-
percentage points. To the extent that an (3) the request is made not later than &€rpayment pursuant to § 6601 or 6602
overpayment of tax by a corporation exdescribed in section 4.03 of this revenugenerally must be filed within 3 years

ceeds $10,000, the overpayment rate is tipegocedure. from the time the tax return was filed or 2
federal short-term rate plus 0.5 percent. .02 Inapplicability. This revenue pro- Years from the time the interest was paid,
(2) Section 6621(a)(2) provides that theedure does not apply to: whichever period expires later, pursuant

underpayment rate is the federal short- (1) the application of the net interesto 8 6511.
term rate (determined under § 6621(b))ate of zero in § 6621(d) to interest for pe- (2) Overpayment interestA claim for
plus 3 percentage points. Special rules iiods beginning after July 22, 1998e(, Payment of additional interest allowable
§ 6621(c) increase the underpayment rateterest accruing on or after October 190 an overpayment pursuant to § 6611
on large corporate underpayments by at998). The Service intends to providdnust be filed within the 6-year period in
additional 2 percentage points. further guidance for those periods; which a suit must be filed pursuant to 28
.03 Interest for overlapping periods. (2) an overpayment or underpaymeny-S-C. 88 2401 and 250BeeRev. Rul.
(1) Section 6621(d), as enacted by théor any period during which interest onP6-206, _1956__2 C.B. 959.
RRA on July 22, 1998, provides that, t¢he overpayment or underpayment was (3) Claims filed on or before December
the extent that for any period interest isiot allowable or payable by law.g.,the 31 1999. If both applicable periods of
payable under subchapter A (8§ 6601 antb-day interest disallowance rule undeimitation described in sections 4.02(1)
6602) and allowable under subchapter B 6611(e)); or and 4.02(2) of this revenue procedure
(8 6611) on equivalent underpayments (3) to the extent of an offset made pur‘-’vere open on July 22, 1998, and both
and overpayments by the same taxpayetant to §§ 6402(a) and 6601(f), regard:0Se on or before December 31, 1999, a

of tax imposed by the Code, the net ratimg the crediting of an outstanding over—Claim requesting the application of the net

of interest under § 6621 on such amountsayment against an outstandinc}ﬁ

is zero for such period. underpayment. lons 5.01 through 5.04 of this revenue
(2) The Conference Report, H. R procedure) will be considered timely if
Conf. Rep. No. 599, 105th C(;ng.. 2(;s|5c:T|0N 4. SPECIAL EFFECTIVE filed on or before December 31, 1999.

Sess. 257 (1998), accompanying the RRRATE RULE Dégggggrugimfgnégf t;nxi)lfy:r :/?/ﬁlus;:- by
provides that the net interest rate of zero o) gpecial RuleSection 6621(d) gen- isfy the requirement in the special rule to

is applied without regard to whether theyrg1y applies to interest for periods (calmake a request for the application of the
overpayment or underpayment is CUlgnqar quarters) beginning after July 22net rate of zero not later than December
rently outstanding. Further, each overyggg e., interest accruing on or after3; 1999 as follows:
payment or underpayment is consideregcoper 1, 1998)SeeH. R. Rep. No. 364 (,1) If both applicable periods of limita-
only once in determining whether equivarpayt 1), 105th Cong., Lst Sess. 64 (1998)on described in sections 4.02(1) and
lent amounts of overpayment and undeig pep No, 174, 105th Cong., 2d Sess. €202(2) of this revenue procedure were
payment overlap for a particular period(;ggg); 4. R. Conf. Rep. No. 599, 105thopen on July 22, 1998, but both will be
That report also provides that the net incong . 29 Sess. 257 (1998). Howevetlosed on or before December 31, 1999,
terest rate of zero applies even when spg-3301(c)(2) of the RRA provides thatthe taxpayer must file a claim requesting
cial rules increase the rate of interest fo§ 5651 (q) applies to interest for periodsne application of the net rate of zero (as
large corporate underpayments undefeginning before July 22, 199e(,inter-  described in sections 5.01 through 5.04 of
§ 6621(c), or decrease the rate of interegl; accruing before October 1, 1998), prahis revenue procedure) on or before De-
for large corporate overpayments undefjged certain conditions are met. Firstcember 31, 1999.
§ 6621(a). both periods of limitation applicable to (2) If both applicable periods of limita-
SECTION 3. SCOPE the tax underpaym(_ant ar_1d to the tax ovetion describgd in sections 4.02(1) and
payment (as described in section 4.02 @f.02(2) of this revenue procedure were
.01 Applicability. This revenue proce- this revenue procedure) must have beepen on July 22, 1998, and at least one of
dure applies to the application of the nedpen on July 22, 1998. Second, the taxhe applicable periods of limitation will
interest rate of zero in § 6621(d) to interpayer must: be open after December 31, 1999, the tax-

nterest rate of zero (as described in sec-
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payer need not take any action on or bepuests for the application of the net interbackground material (such as copies of
fore December 31, 1999. In order to obest rate of zero in § 6621(d) to interest a@xamination reports, notices, or prior in-
tain the net rate of zero, the taxpayer mustuing before October 1, 1998, should beerest computations provided by the Ser-
file a claim requesting application of themade on Form 843, Claim for Refund andice) relating to the overpayments and un-
net rate of zero (as described in sectiorRequest for Abatement. derpayments. The background material is
5.01 through 5.04 of this revenue proce- .02Where to file.A Form 843 request- needed to assist the Service in determin-
dure) or make a written request (as deng the net rate of zero should be sent g the period(s) for which the overpay-
scribed in section 5.06 of this revenu¢he following address: ment and underpayment overlap, and the
procedure) on or before the date on which amount of such overlap;

. : Co Internal Revenue Service
the last applicable period of limitation (e) state that, to the extent of

Net Rate Interest Netting Claim

closes. equivalent amounts of underpayment and
P.O. Box 9987 . . o
.04 Net Rate of Zero.In general, the . overpayment for the period(s) identified
; ) Mail Stop 6800 . .
Service will apply the net rate of zero as and established under section 5.04(5)(d)
Ogden, UT 84409 . .
follows: ) _ of this revenue procedure, the period(s)
(1) If the period of limitation for re- ©F if sent by other than U. S. mail, to théyas (have) been used only once in a re-
funding underpayment interest (as defollowing address: quest to obtain the net interest rate of zero
scribed in section 4.02(1) of this revenue  Internal Revenue Service under § 6621(d); however, if the full
procedure) is open at the time a claim (as  Net Rate Interest Netting Claim ~ amount of the overpayment or underpay-
described in sections 5.01 through 5.04 of 1160 West 1200 South ment is not used in a netting calculation,
this revenue procedure) is filed or a writ-  Mail Stop 6800 the remaining portion may be used in an-
ten request (as described in section 5.06 Ogden, UT 84201 other netting calculation; and
of this revenue procedure) is made, the 3| apel. The taxpayer should label (f) provide a computation, to the

Service will apply the net rate of zero bythe 1op of the Form 843: “Request for Ne{exfnt fodsi?zle; chf r:r(;edam(r)urgt ;)fdlrltererst
gei;‘eatsmg underpayment interest oWeirerest Rate of Zero Under Rev. IDrocvci)deeacneet iﬁtéreestu rati c,)fozearoa:‘c?r thc()e F;)g—-

y the taxpayer. 99-43." : . \

) (2) Except as providgd in 4'04@) of 04 Filing requirements for Form 843. 2?;('8) Osfho(;lj |r (Ijap;). eTrr:zgzmg ute;nonl gi(:r.‘]n—
t_h|s_, revenue procgdure, if the perloq of (1) Line 1 should be left blank. 6621y(d) o reduce the tax ayerPspu)r/1degr-
limitation for refgndmg underpayment in- (2) The taxpayer may, but is not rez o i oo tF:) i/he cervice
terest (as described in section 4.02(1) Qfyired to, place a dollar amount on Lin pay pay -

this revenue procedure) is closed at thg However, if the Form 843 is filed after

. . g : : December 31, 1999, and only the period
time a claim (as described in sections 3.01 (3 Line 3 should indicate the type Ofof fimitation for claiming additi)c/mal oF\)/er-

through 5.04 of this revenue procedure) ifyy ang type of return covered by the '®ayment interest is open on that filing
flled_or a written r_equest (as described iBuest. More than one box may bGate. the computation should be made by
section 5.06 of th!s revenue-proced.u-re) Shecked if more than one type of tax Oépplg/ing § 6621(d) to increase the tax-
made, but the period for paying additionalgyrn js covered by the request. In addjsayer’s overpayment interest payable by
qverpayment mtgrest (as described in Sefion, any taxes imposed by the Code (Ghe Service
tion 4.02(2) of this revenue procedure) i$e(ms for those taxes) for which there is 05 Verification. The amounts used in a
open, the Service will apply the net rate ofig pox on Line 3 should be written in or‘Co.mputation pr-ovided under section
zero by increasing overpayment intereshat jine, 5.04(5)(f) of this revenue procedure are
owed to the taxpayer. . . (4) Line 4 should be left blank. subject to verification by the Service and
_ (3) It both applicable periods of limi- (5) Line 5 should: may be subject to adjustment for purposes
tation (as described in sections 4.02(1) (a) identify the taxable periods forof computing the net interest rate of zero
and 4.02(2) of this revenue procedu_re) aGhich the taxpayer overpaid and Undefpursuant t0 § 6621(d).
open on July 22, 1998, and a claim resaiq jts tax liability. A separate Form 843 .06 Special procedureNo Form 843 is
questing the application of the netinterest ot required for each separate taxablequired when a computation of interest
rate of zero (as described in sections 5.Qerjoq involved in the request; using the net interest rate of zero under §
through 5.04 of this revenue procedure) is (b) state when the taxpayer pai621(d) for interest accruing before Octo-
filed on or before December 31, 1999, thene tay if the underpayment is no longeber 1, 1998, is requested by a taxpayer in
Service will apply the net rate of zero by, standing; connection with a return (or returns) of
decreasing underpayment interest owed (c) state when the taxpayer rethe taxpayer under consideration by any
by the taxpayer. ceived a refund of tax if the overpaymentunction of the Service (including Exami-

SECTION 5. PROCEDURES EOR is no longer outstanding; nation, Appeals, or a case before a federal
REQUESTING THE NET RATE OF (d) identify and establish the pe-court that requires a computation of inter-
ZERO riod(s) for which the taxpayer’s overpay-est by any function of the Service).

ment and underpayment overlapped aridather than filing a Form 843, the tax-
.01Form to file. Except as provided in the overlapping amount. For this purpayer must furnish a letter or written
section 5.06 of this revenue procedure, rggose, the taxpayer should provide angtatement to such function that:
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(1) states that the taxpayer is requestn $30,000 for the period from March 15and the overpayment interest computed
ing the net interest rate of zero undet995, to July 29, 1997, and the overpayand paid on $40,000 for that period.
§ 6621(d); ment interest computed and paid on .04 Example 4.The facts are the same
(2) indicates the type of tax and type$30,000 for that period. as inExample 3except that the Service-
of return that affects the interest computa- .02 Example 2.The facts are the samejnitiated refund was made on November
tion for the taxable period under consideras inExample 1except that the Service21, 1994, with interest computed from
ation; sentX a notice and demand for paymenfjarch 15, 1991, to September 28, 1994.
(3) states when and for what pedated May 3, 1996, whick paid on May o December 31, 1999, the 6-year period
riod(_s) the refund or pgyment (that affectd2, 1996, with interest computed fromut Jimitation for claiming additional over-
theilnterest compu_tatlon_for the taxabléMarch 15, 1993, to May 3,1996. On De'payment interest will be open, but the 2-
gﬁQOd under consideration) was made::q(Zrgst;ﬁ]rgzt;,e1§§3§C1;I§§naofF%rrgegiI(3d;ef-o gear period of limitation for claiming a re-
(4) states that, to the extent of equivthe overlap period from March 15, 19951lg;(:3 3\];”?:2? Lpea)(;m:nnt Z]fttge;;fearlndbé?
alent amounts of overpayment or undefto May 3, 1996. On July 22, 1998, the 631 1999, but on orpbef.ore the close of the
payment, the period(s) set forth undeyear period of limitation for claiming ad- >’ " L o
section 5.06(3) of this revenue procedurgitional overpayment interest ofs 1997 6-year period of limitation for claiming
has (have) not previously been applied teefund was open, but the 2-year period (ﬁddmonal ove_rpayment interest ofs
obtain a net interest rate of zero undemitation for claiming a refund of under- 1994 refundy files a Form 843 request-
§ 6621(d). payment interest paid in 1996 was nof'd the net interest rate of zero under
.07 Special procedure verificatioThe open. Therefore, the net interest rate & 6621(d) for the overlap period from
refund or payment provided under sectiopero under § 6621(d) does not apply to tHarch 15, 1993, to September 28, 1994.
5.06(3) of this revenue procedure is sulpbverlap period and no adjustment will belhe Service will pay additional overpay-
ject to verification by the Service and maynade. ment interest tdr in an amount equal to
be subject to adjustment for purposes of .03 Example 3. ¥is a calendar year the difference between the underpayment
computing the net interest rate of zer@orporation. The Service examin&s interest paid on $40,000 for the period
pursuant to 8 6621(d). Form 1120, Corporation Income Tax Refrom March 15, 1993, to September 28,
turn, for the 1990 and 1992 taxable yeard994, and the overpayment interest com-
SECTION 6. EXAMPLES For the 1990 taxable year, the Service dguted and paid on $40,000 for that period.
.01 Example 1. Xs a calendar year termined tha was entitled to a refund of
corporation. The Service examinXts $40,000. The Service-initiated refund>ECTION 7. EFFECTIVE DATE

Form 1120, Corporation Income Tax ReW?;rergfgsn?nuggvfignr:e'\rﬂ;lc’h1f§ 3’12;;'? This revenue procedure is effective for
turn, for the 1992 and 1994 taxable yeard) p ) taxpayer requests made for the applica-

For the 1994 taxable year, the Service déo September 28, 1993. For the 1992 tax-

. . tion of the net interest rate of zero in
termined thaX was entitled to a refund of able year, t_he Service determined that é621(d) 0 interlest aceruing bef<ZJre Olcto§-
$30,000. This Service-initiated refungunderpaid its income tax by $60,000,

was made on September 21, 1997, withhe Service senY a notice and demand ber 1, 1998.

interest computed from March 15, 1995for payment dated October 3, 1996, whickEcTiON 8. EFFECT ON OTHER

to July 29, 1997. For the 1992 taxable’ paid on October 12, 1996, with interesh5cyMENTS

year, the Service determined tiainder- computed from March 15, 1993, to Octo-

paid its income tax by $80,000. The Semer 3, 1996. On July 22, 1998, both the 6- Revenue Procedure 99-19 is modified
vice sentX a notice and demand for pay-year period of limitation for claiming ad- and superseded; however, the procedures
ment dated May 3, 1998, whi¢hpaid on ditional overpayment interest ofs 1993 in Revenue Procedure 99-19 will remain
May 12, 1998, with interest computedefund and the 2-year period of limitationeffective for any taxpayer requests for the
from March 15, 1993, to May 3, 1998 for claiming a refund of underpayment in-gppjication of the net interest rate of zero
On July 22, 1998, both the 6-year perioterest paid in 1996 were open. Howevefy s 6621(d) to interest accruing before
of limitation for claiming additional over- both of these periods of limitation will be 5toper 1, 1998, made prior to November
payment interest oiX’s 1997 refund and closed before December 31, 1998files 221999,

the 2-year period of limitation for claim-a Form 843 after both these periods close

ing a refund of underpayment interesand on or before December 31, 1999, rédRAFTING INFORMATION

paid in 1998 were open. On Decembeyuesting the net interest rate of zero under o )

27, 1999, X files a Form 843 requesting§ 6621(d) for the overlap period from The principal author of this revenue
the net interest rate of zero undeMarch 15, 1993, to September 28, 199@rocedure is John J. McGreevy of the Of-
§ 6621(d) for the overlap period fromThe Service will refund underpayment infice of Assistant Chief Counsel (Income
March 15, 1995, to July 29, 1997. Theerest toY in an amount equal to the dif-Tax and Accounting). For further infor-
Service will refund underpayment interesterence between the underpayment intemation regarding this revenue procedure,
to X in an amount equal to the differenceest paid on $40,000 for the period frontontact Mr. McGreevy on (202) 622-4910
between the underpayment interest paidlarch 15, 1993, to September 28, 1993not a toll- free call).
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Part IV. Items of General Interest
Notice of Proposed Rulemaking (REG-115932-99), Courier’s Desk, In{OID) rules generally accommodate re-

and Notice of Public Hearing ternal Revenue Service, 1111 Constitutionpenings during periods of stable or
Avenue NW, Washington, DC. Alterna-falling market interest rates. As is ex-
Reopenings of Treasury tively, taxpayers may submit commentglained in more detail below, during peri-
Securities and Other Debt electronically via the Internet by selectingdds of rising market interest rates, the OID
Instruments; Original Issue the “Tax Regs” option of the IRS Homerules can effectively prohibit reopenings.
Discount Page or by submitting comments directhyfhe proposed regulations in this document
to the IRS Internet site at http://www.irs.would modify the OID rules to accommo-
REG-115932-99 gov/tax_regs/regslist.ntml. A public hear-date certain qualified reopenings.
AGENCY: ing will be held in room 2615, Internal Under §1.1275-1(f), two or more debt

RS) T Internal Revenue Servicerevenue Building1111 Constitution Av- instruments are part of the same issue if
(IRS), Treasury. enue NW, Washington, DC. they have the same payment and credit

; terms and are sold reasonably close in
ACTION: Notice of proposed rulemak- . :
! prop > FOR FURTHER INFORMATION CON- time either pursuant to a common plan or

:ggobr?lscrr?stsiér:fﬁ;enrcoe Losgzmr%?;i:élﬁngumcr Concerning the regulations,as part of a single transaction or series of
and notice of ub”g hfarm Ywilliam E. Blanchard, (202) 622-3950;related transactions. Usually, there is lit-
P g concerning submissions and the hearingle doubt as to what constitutes an issue

SUMMARY: This document proposes,Michael L. Slaughter, (202) 622-7190pecause all of the relevant debt instru-

by cross-reference to temporary regulz;l(nOt toll-free numbers). ments have identical terms, have the same

tions in T.D. 8840. amendments to th CUSIP number, and are sold on the same
’ UPPLEMENTARY INFORMATION: ; e

final regulations concerning the federa day. When the_thlrd Con({"t'on IS not met,

income tax treatment of certain reopenBackground however, there Is a question as to whether

ings of Treasury securities. In the tempo- the subsequently sold debt instruments

rary regulations in T.D. 8840, on page 575 Temporary regulations in T.D. 8840,are part of thg original issue or are them-
of this Bulletin, remove the requiremen29€ 575, amend the Income Tax Regulaelves a new issue.

that the issuance of the Treasury securitid@ns (26 CFR part 1) relating to section This question—whether the subse-
in the reopening must be intended to allek275 of the Internal Revenue Codequentl_y_solq debt instru_ments are part of
viate an acute, protracted shortage of tf&ode). The temporary regulations prothe original issue—has important tax con-
original securities. The text of the tempoyide rules for qualified reopenings ofgequences. If the sub;equently sold debt
rary regulations also serves as the text a'{ea§ury securities. See §1.1275—2T(d).|n§trumgnts are considered part of the
the proposed regulations. This document This docu_ment also proposes new ruleariginal issue, they have Olp only tc_) t.he
also contains proposed regulations thatnder sectlor)§ 163(e) a_nd 1275 of thxtent the debt mstrumgnts in thg original
would provide guidance on the Federafode for qualified reopenings of debt inissue have OID. Thus, if the original debt
income tax treatment of reopenings oftruments other than Treasury securitiesinstruments were issued without OID, the

debt instruments other than Treasury sg- ) . subsequently sold debt instruments also
xplanation of Provisions i i

curities. The proposed regulations would P do not have OID. In this case, any dis-

provide guidance to holders and issuers &eopenings of Treasury Securities. count on the subsequently sold debt in-

debt instruments. This document also ~ struments generally is market discount,
provides notice of a public hearing on the The text of the temporary regulationsiot OID. Conversely, if the subsequently

proposed regulations. (81.1275-2T(d)) also serves as the text abld debt instruments are a separate issue
the proposed regulations. The preambler tax purposes, any discount that arises
DATES: Written and electronic com-to the temporary regulations explains thas part of their issuance is OID if it equals

ments must be received by February d3emporary regulations. or exceeds the OllDle minimisamount
200.0' Requegts to appear and ouFIines &feopenings of Debt Instruments Other for the debt mstruments:. ; S.ee 81.1273~
topics to be discussed at the public hear; ~ Treasury Securiies. 1(d) to determine thee minimisamount.
ing scheduled for March 22, 2000, at 1 The holder and issuer have different tax
a.m., must be received by March 1, 2000a. In General. consequences depending upon whether

the discount is characterized as OID or
ADDRESSES: Send submissions to: Over the past few years, a number aharket discount. For the holder, the pri-
CC:DOM:CORP:R (REG-115932-99),issuers have developed programs or praaary difference is whether the holder has
room 5226, Internal Revenue Servicetices where debt instruments with identito include the discount in income on a
POB 7604, Ben Franklin Station, Washeal terms and CUSIP numbers are soldurrent basis as it accrues. If it is OID,
ington, DC 20044. Submissions may bsubsequent to their original issue datehe holder must include the accruals in in-
hand delivered between the hours of 8hese subsequent sales are often calledme currently; if it is market discount,
a.m. and 5 p.m. to: CC:DOM:CORP:R‘reopenings.” The original issue discounthe holder generally does not have to in-
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clude discount in income until the debt inmore than adle minimisamount of OID, ulations, therefore, limit the total amount
strument is disposed of or redeemed. Thhe coupon rate). of discount that can be converted into
issuer’s tax consequences also depend onA qualified reopening also would in- market discount with the 115 percent rule.
whether the discount is OID or marketlude a reopening of original debt instru- L
discount. If the subsequently sold dehtents if the first two conditions describeoc' Definition of Issue.
instruments are part of a separate issabove are met and the additional debt in- The proposed regulations also change
and if the discount is OID, the issuer (or atruments (treated as a separate iSSUgb definition ofissuethat is currently in
broker or middleman) generally is reswere issued with no more tharda min- §1.1275-1(f) of the final OID regulations
quired to make OID information reportsimis amount of OID. A qualified reopen- (described above). Essentially, the pro-
for these debt instruments. See §1.6049rg, however, would not include a reopenposed regulations limit the “reasonably
5. To comply with this reporting obliga-ing of tax-exempt obligations orgjgse in time” standard of current law to
tion, the issuer must be able to distinguisbontingent payment debt instruments. 13 days. The IRS and the Treasury De-
the subsequently sold debt instruments The qualified reopening rules attemppartment believe that reopenings should
(which require OID information reports)to strike a balance between tax policye done through the proposed qualified re-
from the originally sold debt instrumentsconcerns about the conversion of OlRpening rule (discussed above), not
As a practical matter, the only way thénto market discount and the need to hawgrough an expansive interpretation of the
subsequently sold debt instruments can hie tax rules reflect current capital markefegulatory definition of issue. The 13-day
distinguished is if they are assigned neyractices. The IRS and the Treasury Déimitation was chosen to prevent an issuer
CUSIP numbers. The assignment of newartment believe the appropriate balanagat comes to market every two weeks
CUSIP numbers prevents the debt instrus to provide reopening rules for situationsrom stretching the definition of issue to
ments from being fungible and, therebywhere the issuer can prove by objectivesover two consecutive market sales. If an
defeats the purpose of the reopening.  market-based information that the reopenissuer wants to reopen more than 13 days
ing will convert, at most, only a smallafter the initial offering, the sole test
amount of OID into market discount. Toshould be whether the reopening qualifies
This document proposes new qualifie@learly and accurately measure the conmnder the proposed qualified reopening
reopening rules. Under these rules, addyersion benefit across different interestules.
tional debt instruments sold in a qualifiedate environments and debt instrument ,
reopening would be part of the same issU€rms, the proposed regulations use - 1SSuer's Treatment.
as the original debt instruments. As a revield-based standard. The 107.5 percent this qocument also proposes rules that
sult, the additional debt instrumentsstandard was designed to give some religfarify the issuer's treatment of the debt
would have the same issue date, the sariethe reopening of relatively short-termpgiryments comprising an issue when
issue price, and (with respect to holderdgsues (that is, issues with a remainingere s a qualified reopening. The pro-
the same adjusted issue price as the origerm of 10 years or less). These isSUgR)sed regulations require the issuer to take
nal debt instruments. tend to be the most impacted by the Ollhto account, as an adjustment to its inter-
A qualified reopening would be a re-de minimisule standard. est expense, any difference between the
opening of original debt instruments that The two yield-based rules are designegmounts paid by the holders to acquire the
meets the following conditions: (1) Theto work in tandem. The 107.5 percent ofqditional debt instruments issued in the
original debt instruments are publiclyyield restriction is tested 7 days before thguajified reopening and the adjusted issue
traded; (2) The issue date of the addition@nticipated pricing date. This rule is deprice of the original debt instruments.
debt instruments (treated as a separasigned to give the issuer a preliminary inThjs difference would either increase or
issue) is not more than 6 months after thdication that its reopening will be a qualigecrease the aggregate adjusted issue
issue date of the original debt instrufied reopening prior to the issuer’sprices of all of the debt instruments in the
ments; (3) Seven days before the date @mnouncement of the reopening. Impofissue (both original and additional) with
which the price of the additional debt intantly, this preliminary indication is notrespect to the issuer (but not the holder).
struments is established, the yield of theontrolling. Absent the 115 percent ruleThe issuer would then, as of the reopening
original debt instruments (based on theiif market interest rates were to movejate, recompute the yield of the debt in-
fair market value) is not more than 107.5harply upward in the week between thetruments in the issue based on this aggre-
percent of the yield of the original debt in-announcement date and the pricing datgate adjusted issue price and the remain-
struments on their issue date (or, if théhe reopened debt instruments would gihg payment schedule of the debt
original debt instruments were issuedut with a significant amount of marketinstruments. The issuer would use this re-
with no more than de minimisamount of discount (instead of OID) notwithstand-determined yield for purposes of applying
OID, the coupon rate); and (4) The yieldng the fact that seven days before thghe constant yield method to determine its
of the additional debt instruments (basefricing date the instruments satisfied theccruals of interest expense over the re-
on the sales price of the additional deht07.5 percent rule. In this presumablynaining term of the debt instruments in
instruments) is not more than 115 perceméire and unusual case, the tax policy comhe issue.
of the yield of the original debt instru-cern of converting a significant amount of During the consideration of the issuer’s
ments on their issue date (or, if the origiOID into market discount becomes relatreatment of the additional debt instru-
nal debt instruments were issued with ntively more important. The proposed regments, a question arose as to whether the
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issuer’s all-in-cost-of-capital should beComments and Public Hearing Proposed Amendments to the Regulations

used to determine the issuer’s interest ex- . . .
pense for a particular borrowing. Under Before these proposed regulations are Accordingly, 26 CFR part 1 is pro-

current law, the costs of anticipator)f’_‘domed as final regulations, considergosed to be amended as follows:

hedges and bond issuance costs (such %Pni\(,:vlltl‘,obrin%gr?tg t&i?gnvggttgﬂg?;aﬁlﬁfART 1—INCOME TAXES
underwriter fees) are not treated as intere

expense even though they affect the ise-Ight (8) copies, if written) that are sub- Paragraph 1. The authority citation for

, . : mitted timely (in the manner described i . ; .
suer’s cost of acquiring funds (the issuer ; ; rbart 1 continues to read in part as follows:
the ADDRESSES portion of this pream- Authority: 26 U.S.C. 7805 * * *

all-in-cost-of-capital). The IRS and the
Treasury Department request comments (?r%e) to the IRS. The IRS and Treasury Par. 2. Section 1.163-7 is amended by:

whether the issuer’s aII-in-cost-of-capitaFpecmc"’IIIy request commer_lts on the clar- 1. Redesignating paragraph (e) as
Ity of the proposed regulations and hOVﬁ’
aragraph (f).

should be used to determine the issuer’s N e requlations mav be made easier to ub:
terest expense for a particular borrowing. dersta?wd Al comr)rqents will be available 2. Adding a new paragraph (e).
' 3. Revising newly designated para-

E. Proposed Effective Dates. for public inspection and copying. raph (f).

Secti A public hearing has been scheduleg The revision and addition read as fol-
ection 1.163-7(e) of the proposedor March 22, 2000, at 10 a.m., in room .
regulations would apply to qualified re-2615, Internal Revenue Building, 1111°">"
openings where the reopening date is aDonstitution Avenue NW, Washington,g1.163—7 Deduction for OID on certain
or after the date that is 60 days after thBC. Due to building security proceduresgebt instruments.
date final regulations are published in thgisitors must enter at the 10th Street en-
Federal Register. Section 1.1275-2(k) trance, located between Constitution and xR owox
of the proposed regulations would applyennsylvania Avenues, NW. In addition, (e) Qualified reopening-(1) In gen-
to debt instruments that are part of a reall visitors must present photo identifica-eral_ In a qualified reopening of an issue
opening where the reopening date is on dions to enter the building. Because of aGst debt instruments. if a holder pays more
after the date that is 60 days after the datess restrictions, visitors will not be ad—Or less than the adj:Jsted issue price of the
final regulations are published in tRed- mitted beyond the immediate entranc%riginal debt instruments to acquire an ad-
eral Register. area more than 15 minutes before thg... 1 qant instrument, the issuer treats
The proposed revision to the definitiorhearing starts. For information abouf: jierence as an adiustment to the is-
of the termissuewould apply to debt in- having your name placed on the building, ..o et expense for the original
struments whose issue date is on or aftgecess list to attend the hearing, see the o i
the date that is 60 days after the date finAFOR FURTHER INFORMATION and additional debt instruments. As pro-

, . . vided by paragraphs (e)(2) through (e)(5
regulations are published in tederal CONTACT" section of this preamble. % .o Zepctiog t?]e a(dj)l(Js)tment ?s t(al)<(er:
Register. For debt instruments issued The rules of 26 CFR 601.601(a)(3) ’

ior to the effective date of th Iaapply to the hearing. Persons who wish t|(51t0 account over the term of the instru-
prior to the effective date of the regula . ; . o
tions, no inference is intended as to howresent oral comments at the hearing mursq(zg; ;22%\(,:: n;éi,n;tﬁzlst Erltrr]](;pé?f?ér_
the termissueshould be interpreted undersubmit written comments by February 3, . - o

nce is positive (that is, the holder pays

i ions. 2000, and submit an outline of the topicg ' : .

the current final fegllations to be discussed and the time to be devot&d ® than the_ adjusted issue price of the
Special Analyses to each topic (signed original and eighf"'9inal debt instrument), then, with re-

. _ _(8) copies) by March 1, 2000. A period Ofspect to the_ issuer but not the holder, the
It has been determined that this notic 0 minutes will be allotted to each persOﬁilfference increases the aggregate ad-
of proposed rulemaking is not a signifi-]cor making comments. An agenda ShoV\)'_usted issue prices of all of the debt in-
cant regulatory action as defined in Exeqhg the scheduling of the speakers will patruments in the issue, both original and
utive Order 12866. Therefore, a regmaﬁrepared after the deadline for receiviné‘dditional'
tory assessment is not required. It alsg jines has passed. Copies of the agenda(3) Negative adjustmentlf the differ-

has been determined that section 553(l)i|| pe available free of charge at the€Nce is negative (that is, the holder pays

of the Administrative Procedure Act (5hearing. less than the adjusted issue price of the
U.S.C. chapter 5) does not apply to these original debt instrument), then, with re-

regulations and, because the regulatiom3rafting Information spect to the issuer but not the holder, the
do not impose a collection of information difference reduces the aggregate adjusted

on small entities, the Regulatory Flexibil- . The principal author of these regula'|ssue prices of all of the debt instruments

ity Act (5 U.S.C. chapter 6) does no lons tls \tN|CII;1an’]: E Blanltzhgrd, Offllcle Otf. in the issue, both original and additional.
apply. Pursuant to section 7805(f) of th@s{_s's an d IF? doutnse |(_||nanC|a ntil (4) Determination of issuer’s interest
Code, this notice of proposed rulemakinéu lons a?f rothuclli)sl gmt/ﬁve_[f, OtN€L ccruals. As of the reopening date, the is-
will be submitted to the Chief Counsel fo Deersgrl?[%introrgrtic? ated ?: thei‘re derszl‘zur_%{uer must redetermine the yield of the
Advocacy of the Small Business Admin- P P P PYebt instruments in the issue for purposes
. . L ment. . .

istration for comment on its impact on of applying the constant yield method de-

small business. *okok ok scribed in 81.1272-1(b) to determine the
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issuer’s accruals of interest expense ovéirst debt instrument that would be part oments that, without the application of this
the remaining term of the debt instruthe issue is issued to a person other tharparagraph (k)—

ments in the issue. This redeterminedond house, broker, or similar person or (A) Are part of a single issue of debt in-
yield is based on the aggregate adjustexganization acting in the capacity of astruments;

issue prices of the debt instruments in thenderwriter, placement agent, or whole- (B) Are not part of the same issue as the
issue (as determined under this paragraphler. original debt instruments; and

(e)) and the remaining payment schedule (2) Cross-references for reopening and (C) Have terms that are in all respects
of the debt instruments in the issue. If thaggregation rules.See §1.1275-2(d) andidentical to the terms of the original debt
aggregate adjusted issue prices of the def) for rules that treat debt instruments isinstruments as of the reopening date.
instruments in the issue (as determinesued in certain reopenings as part of an (i) Reopening date.The reopening
under this paragraph (e)) are less than tiesue of original (outstanding) debt instrugdate is the issue date of the additional debt
aggregate stated redemption price at menents. See §1.1275-2(c) for rules thatstruments (determined without the ap-
turity of the instruments (determined as ofreat two or more debt instruments as plication of this paragraph (k)).

the reopening date) by @e minimis single debt instrument. (iv) Qualified reopening.A qualified
amount (within the meaning of 81.1273— (3) Effective date. This paragraph (f) reopening is a reopening of original debt
1(d)). the issuer may use the rules in parapplies to debt instruments whose issu@struments (other than tax-exempt oblig-
graph (b) of this section to determine thelate is on or after the date that is 60 daygions, as defined in section1275(a)(3),
issuer’s accruals of interest expense.  after the date final regulations are puband contingent payment debt instruments,

_ (5) Effect of adjustments on issuer's adfished in theFederal Register. within the meaning of §1.1275-4) that
justed issue priceThe adjustments made e x x % o meets all of the following conditions:
under this paragraph (e) are taken into ac- (A) The original debt instruments are

count for purposes of determining the IS~ o 4 1 §1.1275.2, paragraph (d) igublicly traded (within the meaning of
suer’s adjusted issue price under

i i .1273-2(f)).
§1.12751(b), revised and paragraph (k) is added to re&d M)

TN . as follows: (B) The reopening date of the addi-
(6)_Def|n|t|ons. 'I.'h.e termsanmonaI tional debt instruments is not more than 6
debt instrument, original debt instrumentg1.1275-2 Special rules relating to debt months after the issue date of the original

qualified reopeningand reopening date instruments. debt instruments.

have the same meanings as in §1.1275- * % % % % (C) The debt instruments satisfy either
2(). . . . the test described in paragraph (k)(3) of

() Effective dates.This section (other (d) [The text of this proposed parathis section or the test described in para-
than paragraph (e) of this section) apphe&raph (d) is the same as the text oraph (k)(4) of this section.

to debt instruments issued on or aftegl 1275-27T(d) ; : )

) : published in T.D. 8840.]  (3) Yield test. For purposes of para-
April 4, 1994. Taxpayers, however, may o graph (K)(2)(iv)(C) of this section—
rely on this section (other than paragraph (i) Seven days before the date on which

(e) of this section) for debt instruments is- ) h . f the additi | debt i
sued after December 21, 1992, and before (k) Reopenings=(1) In general. Not-  the price of the additional debt instru-

April 4, 1994. Paragraph (e) of this Sec\_/viths_tanding §1..1275—;(f), add_it_iona|rnents is e;tablished, the yield of the.orig-
tion applies to qualified reopenings wher&€bt instruments issued in a qualified reinal debt instruments (based on their fair
the reopening date is on or after the dafPening are part of the same issue as tearket value) is not more than 107.5 per-
that is 60 days after the date final regula2riginal debt instruments. As a result, thgent of the yield of the original debt in-

tions are published in tHeederal Regis- additional debt instruments have the sanféruments on their issue date (or, if the

ter. issue date, the same issue price, and (wigtiiginal debt instruments were issued
Par. 3. In §1.1275-1, paragraph (f) i§€€SPect to holders) the same adjustesith no more than de minimisamount of
revised to read as follows: issue price as the original debt instruOID, the coupon rate); and
ments. (i) The yield of the additional debt in-
81.1275-1 Definitions. (2) Definitions—(i) Original debt in- struments (based on the sales price of the

struments. Original debt instruments areadditional debt instruments) is not more
debt instruments comprising any singléhan 115 percent of the yield of the origi-

(f) Issue—(1) Definition. Two or more issue of outstanding debt instrumentgal debt instruments on their issue date
debt instruments are part of the sameor purposes of determining whether #or, if the original debt instruments were

* Kk * *x %

issue if the debt instruments— particular reopening is a qualified reopenissued with no more thande minimis
(i) Have the same credit and paymering, debt instruments issued in prior qualamount of OID, the coupon rate).
terms; ified reopenings are treated as original (4) De minimis OID test.For purposes

(i) Are issued either pursuant to a comelebt instruments and debt instruments i®f paragraph (k)(2)(iv)(C) of this section,
mon plan or as part of a single transactiosued in the particular reopening are not dbe additional debt instruments are issued
or a series of related transactions; and treated. with no more than de minimisamount of

(i) Are issued within a period of 13 (i) Additional debt instrumentsAddi- OID (determined without the application
days beginning with the date on which théional debt instruments are debt instruef this paragraph (k)).
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(5) Special rule for Treasury reopen-SUMMARY: This document contains 81.904-5 [Corrected]
ings. See paragraph (d) of this section farorrections to the temporary and final reg-
special rules for reopenings of Treasurylations (T.D. 8827, 1999-30 I.R.B. 120), 1. Onpage 37677, c?lumn 3, amenda-
securities. which were published in thEederal ~[OfY instructions Par. 27, last line, the
(6) Issuer's treatment of a qualified re-Register on Tuesday, July 13, 1999, (64anguage “amended by removing the last
opening. See §1.163-7(e) for the issuers™.R. 37677). The regulations relate to theeNtence” is corrected to read arrlended
treatment of the debt instruments that arfeeatment under subpart F of certain pay?y femoving the last two sentences’.
part of a qualified reopening. ments involving branches of a controlled 2- ©On Page 37678, column 1, amenda-

(7) Effective date. This paragraph (k) foreign corporation that are treated as sef2fy instruction Par. 77, the language

! . " . “Par. 7" is corrected to readPar. 6.".
applies to debt instruments that are part @ate entities for foreign tax purposes or
P b J Purb 3. On page 37678, column 1, amenda-

i i rtnerships in which CFCs are partners.
a reopening where the reopening date B2 p p tory instruction Par. 97, the language

on or aftgr the date .that Is 60 days aﬁ%ATES: These corrections are effectivéPar. 9" is corrected to readPar. 7.
the date final regulations are published 'Huly 13. 1999

theFederal Register. 8301.7701-3 [Corrected]

. FOR FURTHER INFORMATION CON-
David A. Mader, TacT: Vvalerie Mark (202) 622-3840 4. On page 37678, column 1, amenda-

Acting Deputy Commissioner(nOt a toll-free number). tory instruction Par. 10”, the language
of Internal Revenue. “Par. 10 is corrected to readPar. 8.
SUPPLEMENTARY INFORMATION: 5. On page 37678, column 1, the

(Filed by the Office of the Federal Register on No- amendatory instruction forPar. 117 is
vember 3, 1999, 8:45 a.m., and published in thBackground R

issue of the Federal Register for November 5, 1999, corrected to read as follows:

64 F.R. 60395) The temporary and final regulations that Par. 9. In §301.7701-3, the last two

are the subject of these corrections agentences in paragraph (f)(1) are re-
under sections 904, 954, and 7701. moved.

Removal of Regulations _ 6. _On page 37678, column 1, amenda-
Providing Guidance Under Need for Correction tory instruction Par. 127, the Ianguzjge
Subpart F, Relating to As published, the temporary and final Par. 127 is corrected to readPar. 10”.
Partnerships and Branches; regulations (T.D. 8827) contain errors that Cynthia E. Grigsby,
Correction may prove to be misleading and are in

Chief, Regulations Unit,

need of clarification. Assistant Chief Counsel (Corporate).

Announcement 99-111
Correction of Publication ' ' '
. . (Filed by the Office of the Federal Register on Octo-
AGENCY: Internal Revenue Service, A dinalv. th blicati f th ber 29, 1999, 8:45 a.m., and published in the issue of
Treasury. ccordingly, the publication of IN€ . rojeral Register for November 1, 1999, 64 F.R.
temporary and final regulations (T.D.sg7g2)
ACTION: Correction of temporary and8827), which are the subject of FR Doc.

final regulations. 99-17369, is corrected as follows:
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulingposition. (Compare witlamplifiedand of terms is used. For examplmodified
use the following defined terms to deelarified, above). and supersededlescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharmseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Abbre‘"atlons ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and for-ER|SA—Employee Retirement Income Security Act.PR—Partner.
réwue”rgi::.sed will appear in material published in theEX—Executor. PRS—Partnership.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldufe\I. FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁlé—a:;.ard of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.

Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.l.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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